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Argentine Stand-By Arrangement with the Fund 


The Government of Argentina has entered into a new 
stand-by arrangement with the International Monetary 
Fund which authorizes drawings up to $100 million 
over the next twelve months in currencies held by the 
Fund. The Government also has arranged a reschedul- 
ing of repayments to the Fund of previous drawings 
totaling $142.5 million. Under the new schedule, 
repayments of drawings amounting to $42.5 million, 
which were authorized by a stand-by arrangement 
approved in December 1958, will be made by March 31, 
1963, shortly after the three-year period initially agreed 
upon. All outstanding commitments under a stand-by 
arrangement approved in December 1959 are to be 
discharged by the beginning of November 1965, that is, 
five years from each purchase. 

The progress made under the comprehensive stabiliza- 
tion program introduced in Argentina in December 1958 
(see this News Survey, Vol. XI, p. 210) has resulted 


in stability of prices for six months and of the exchange 
rate for over a year. Gross monetary reserves have been 
built up from about $130 million at the outset of the 
program to almost $790 million. Progress has been 
made in reducing the government deficit, and there will 
be no need to have resort to any inflationary methods 
of financing. Neither will the Government seek to obtain 
any balance of payments credits apart from the present 
stand-by arrangement with the Fund. 

The new arrangement is intended to assist the Gov- 
ernment in continuing its stabilization efforts by provid- 
ing currencies that may be used for the maintenance of 
an orderly exchange market. Drawings under the 
arrangement may prove unnecessary in view of the 
strong reserve position already attained and such further 
efforts as are being made. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., December 9, 1960. 


Economic Flexibility and Monopoly in Spain 


The weekly bulletin of the Spanish Ministry of 
Commerce has contained in recent months a series of 
articles advocating further liberalization of the Spanish 
economy, in order to create a more competitive climate 
and to encourage private initiative. The following is a 
summary of the principal points made in these articles. 

Many observers, including the international organi- 
zations which cooperated with Spain in the stabilization 
program of July 1959 (see this News Survey, Vol. XII, 
pp. 25, 41, and 200), have repeatedly urged the Spanish 
authorities to eliminate restrictive practices and govern- 
ment controls which limit freedom of enterprise, make 
competition ineffective, and hamper the expansion and 
growth of the economy. 

Most of these restrictions and controls are the result 
of the autarkic policies pursued in the years following 
the Civil War (1936-39) when Spain, isolated by most 
of the other Western countries, had to reconstruct its 
productive capacity with insufficient resources and a 
low level of income and savings. Certain restrictions 
were, however, intensified in the 1950’s when rapid 
industrial development was accompanied by inflationary 
pressures and by a continuous deterioration in exchange 
reserves. 

While certain restrictions have been abolished since 
the introduction of the stabilization program, a large 
number remain. These include the obligatory production 


of wheat on a part of certain lands; restrictions on the 
production of certain agricultural products (e.g., pota- 
toes, oranges, wine, olives, tobacco, and cotton); 
restrictions on the establishment, expansion, or relo- 
cation of industrial enterprises; restrictions on foreign 
participation in Spanish enterprises in excess of 50 per 
cent of their invested capital; job security laws hamper- 
ing the dismissal of workers; restrictions on imports and 
excessive customs tariffs; excessively rigorous restric- 
tions on access to certain professions (e.g., stockbroker, 
notary public); the privileged market position guaran- 
teed by law to a restricted number of firms in certain 
sectors (e.g., sugar refining, cotton ginning); minimum 
prices for several agricultural and industrial products; 
and controls on rents. 

A relaxation of the restrictions on the dismissal of 
workers would present serious difficulties, because the 
demand for labor has declined and the protection offered 
by the existing unemployment compensation scheme is 
inadequate. It is considered that the Spanish worker has 
had to suffer the direct consequences of both inflation 
and stabilization, and it would be excessive to impose 
upon him also the cost of liberalizing the labor market. 
Although the existing labor legislation prevented a sharp 
increase in outright unemployment in the period of 
reduced productive activity which followed the introduc- 
tion of the stabilization measures, workers’ earnings 
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have been adversely affected by reduced working hours 
and by the consequent loss of overtime and incentive 
pay which previously represented an important part of 
their remuneration. Another field where the relaxation of 
restrictions can proceed only slowly is house rents, 
because of the great shortage of dwellings. 


On the other hand, more rapid progress can be made 
in the liberalization of imports. A number of steps in 
this direction have been taken since July 1959; the 
liberalized list now comprises an important share of 
total imports, and the established global quotas consti- 
tute also a relaxation of restrictions. However, the aim 
should be to liberalize all imports (except for certain 
agricultural products and for the maintenance of bilater- 
alism as an instrument for negotiating with countries 
retaining restrictions on Spanish goods). The necessary 
margin of protection for the Spanish economy should be 
provided by tariffs and not by import licenses, which 
substitute administrative decisions for the market mech- 
anism. At present, the maintenance of restrictions on 
imports is justified by the balance of payments position 
and prospects, which are extremely favorable for the 
immediate future but somewhat uncertain for the longer 
run. If the balance of payments should remain favorable, 
it would seem reasonable to move toward an almost 
complete liberalization of imports. 

The spirit of the existing controls and restrictions is 
often misinterpreted, so that they are used by interested 
groups to establish privileged market positions, or to 
reserve for public enterprises the virtual monopoly of 
certain markets. The restrictions are thus indirectly used 
to consolidate or extend the high degree of monopoly 
already existing in many basic sectors of the Spanish 
economy, such as mining, iron and steel, electric energy, 
chemicals, and cement. In many major enterprises in 
these sectors the established private banks (which 
have a legal monopoly of credit) have a controlling 
participation. 

That a high degree of monopoly exists is shown by 
the exceptional resistance of prices to downward move- 
ments in periods of slackening demand like the one 
following the introduction of the stabilization program. 


IFC Investment in Colombia 

The International Finance Corporation announced on 
December 8 a commitment to invest US$700,000 in a 
Colombian company, Envases Colombianos, S.A., of 
Barranquilla, primarily to help finance the construction 
and initial operation of a plant to manufacture metal 
cans for food packing and for general use. The new 
company will also take over the paper and sheet metal 
printing operations of an existing Colombian company, 
Empresa Liteesrafica, §.A., in which a controlling inter- 
est is owned by Messrs. Alberto Roncallo and Adolfo 


It is true that the stabilization measures included, beside 
the partial liberalization of imports, the devaluation of 
the peseta and an increase in certain indirect taxes; but 
it is also true that Spanish entrepreneurs have generally 
preferred to keep prices at the prestabilization level and 
to take a fall in sales rather than to reduce prices and 
maintain sales. By the same token it cannot be ruled 
out that a revival in demand and a new expansion of the 
economy may lead to a prompt upward movement in 
prices. 

It is an open question whether government policy in 
the field of investment in Spain is properly coordinated 
to ensure the expansion and growth of the whole econ- 
omy. In manufacturing industries, the Government 
appears to have embarked on competition with domestic 
and foreign investors, while such fields as transport, 
production of electricity, and agriculture, where govern- 
ment intervention may be justifiable and often necessary, 
are relatively neglected. 

In the field of monetary policy the only effective 
means at the disposal of the authorities to prevent undue 
expansion of the money supply have been rigid and 
unsophisticated credit ceilings. These ceilings, estab- 
lished under the stabilization program as an emergency 
measure, apply to the advances of the Bank of Spain 
to the public sector and also to credits granted by 
commercial banks and the Bank of Spain to the 
private sector. It is now time to replace these ceilings 
with more flexible instruments of monetary policy, such 
as legal liquidity ratios. 

The articles conclude that these fundamental prob- 
lems require prompt and decisive action (1) to revise 
all legal practices which restrict competition and lead 
to manipulation of prices and market exploitation, 
(2) to introduce, in line with the experience of other 
countries, legislation on restrictive practices to curb 
monopolistic agreements, and (3) to create a special 
authority to enforce this legislation. 


Sources: Ministerio de Comercio, /nformacién Comer- 
cial Espafiola, Madrid, Spain, September 15 


and November 3, 10, 17, and 24, 1960. 


Gieseken of Barranquilla. The minority stockholder of 
the company is American Can Company, the world’s 
largest producer of metal cans. 


Equipment for the new plant will be coantil by 
American Can Company and installed under the super- 
vision of experts from that Company. American Can 
Company technical personnel will be in charge of 
production until completion of a training program 
designed to replace U.S. personnel with Colombians. 
The total cost of the project is estimated at $2,830,000 
in U.S. dollars and dollar equivalent. 
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The IFC investment will be in unsecured dollar notes 
bearing 7 per cent interest payable in U.S. dollars and 
maturing from 1966 to 1972. IFC expects also to 
receive additional interest on a deferment plan related 
to profits and an option on capital stock of the Colom- 
bian company. 

IFC’s commitment is subject to completion of the 
necessary legai formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., December 8, 1960. 


GATT Annual Report 


The annual report of the GATT for 1959 contains a 
detailed analysis of the recent development of trade 
between industrial and nonindustrial areas, including the 
effects of divergent movements in the prices of manu- 
factures and of primary products, and the effects of 
fluctuations in the export earnings of primary producing 
countries upon the manufacturing production and 
exports of industrial countries. 


Exports to North America and Western Europe dur- 
ing 1953-58 accounted on average for about 11 per cent 
of the food and about 40 per cent of the agricultural 
raw materials and minerals produced in the rest of the 
world, excluding the U.S.S.R., Eastern Europe, and 
Mainland China; they represented, respectively, almost 
one tenth and one quarter of total consumption in 
North America and Western Europe. These latter areas 
exported 6-7 per cent of their combined manufacturing 
production to the nonindustrial areas and Japan, provic- 
ing about one third of their consumption. Over the 
period 1953-58, the share of imports from North 
America and Western Europe which the nonindustrial 
areas and Japan could finance from their current in- 
comes fell from about 90 per cent to 65 per cent. 
The increasing deficit was balanced by an increase in 
capital transfers of about $4,500 million, of which more 
than $2,500 million comprised official donations and 
private and official long-term capital from industrial 
countries. 


Changes in the terms of trade over the five years 
gave North America and Western Europe an increase in 
real national income estimated at about $2,800 million 
at 1953 prices. However, since these changes decreased 
the import capacity, and probably also the actual im- 
ports, of nonindustrial areas by about $1,700 million, 
the net gain to the industrial areas may have been 
about $1,000 million. 


The most conspicuous trend in the development of 
trade of the nonindustrial countries since the Korean 
war has been the widening of the trade gap. Although 
the national income of the low-income countries 
(i.e., the nonindustrial countries other than Australia, 
New Zealand, South Africa, and major exporters of 


petroleum) rose by about 3.8 per cent a year in the 
1950’s—a much higher rate than during the 1930's and 
1940’s—their income per capita is estimated to have 
risen by only 1.8 per cent a year and to be still 
below $120 a year. To raise per capita income in these 
countries to $160 a year by 1969 would require imports 
rising to some $47-55 billion a year at 1960 prices 
(compared with $34-40 billion in 1960). As the growth 
in export earnings from primary products during the 
1960's is likely to be relatively moderate, great impor- 
tance attaches to the possibility of increasing exports of 
manufactures from nonindustrial countries. 


Though the deterioration in the balance of trade of 
nonindustrial countries was cushioned by substantial 
inflows of capital and by the reduction of foreign 
exchange reserves, the accumulation of foreign claims 
and the burden of servicing debts may increase the 
strains on trade and payments in the future. The major 
part of the inflow of official and banking capital has 
hitherto been derived from U.S. agencies and from the 
disbursements of internationa! agencies, of whose funds 
the United States provides a major part. The adverse 
development of the U.S. balance of payments is there- 
fore of special concern. 

Source: The Contracting Parties to the General Agree- 
ment on Tariffs and Trade, /nternational Trade 
1959, Geneva, Switzerland, November 1960. 


Europe 


U.K. Bank Rate 


The bank rate in the United Kingdom was reduced 
by % per cent, to 5 per cent, on December 8. As on 
the occasion of the last % per cent reduction on 
October 27 (see this News Survey, Vol. XII, p. 555), 
a Bank of England spokesman emphasized that the 
reduction did not signify a change in the Government’s 
policy of domestic restraint. The reason given for the 
reduction was that the previous rate of 5% per cent 
was “unnecessarily high in relation to rates in other 
financial centers.” The Times observes that this, in 
effect, means that the authorities are doing all they can 
to reduce interest rates in London in order to assist the 
U.S. balance of payments without at the same time 
giving a “green light” to the economy at home. Reduc- 
tions of “% per cent in interest rates in London are 
unlikely to have a very significant effect on the gold 
outflow from the United States, but at least they are 
moves in the right direction. The main effect on the 
domestic economy will be to reduce overdraft rates; 
no great changes are expected in hire-purchase charges 
or in the lending rates of building societies. The London 
clearing banks have lowered their 7-day call deposit rate 
from 3% per cent to 3 per cent. 
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In contrast to the normal response to a cut in the 
bank rate, prices on the London Stock Exchange drifted 
lower after the announcement. The Times remarks that 
the reduction failed to stimulate either interest or activity 
and left the foreign exchange market largely unchanged. 
The Times and The Financial Times, London, 
England, December 9, 1960. 


Sources: 


U.K. Production 

The latest figures for industrial production in the 
United Kingdom continue to indicate little change in 
industrial activity. The Treasury estimates the seasonally 
adjusted index for industrial production in October at 
120-121 (1954 = 100), compared with 121 for July, 
August, and September. Once again the expansion of 
the capital goods trades seems to be offsetting the grow- 
ing slackness in the consumer goods industries. Accord- 
ing to the Board of Trade, new orders were being 
received at a high rate in September by industries pro- 
ducing engineering and electrical goods, locomotives and 
railway track equipment, railway carriages and wagons, 
heavy commercial vehicles, and wheeled tractors. How- 
ever, the total output of the engineering industries as a 
whole in September was probably only about 2 per cent 
more than in September 1959 because of slackness 
among the engineering companies that produce con- 
sumer goods. 

The November Economic Review of the National 
Institute of Economic and Social Research confirms that 
economic expansion in Britain has, for the present, 
stopped. It suggests that fixed investment is the one 
sector of demand which seems fairly certain to go on 
rising into 1961. Exports may fall a little further, 
considering the present slackening in world demand. 
In addition, the rate of stock building, which has been 
running at something like £100 million a quarter for a 
year, may soon decline. Any slowing down in stock 
building would be reflected in reduced imports, but it 
would probably also be sufficient to stop production for 
domestic use from rising. If stocks were actually 
reduced, output might fall. 

The Review remarks that the leveling off in output 
has so far had little effect on employment, which has 
continued to expand while hours worked have fallen. 
Thus productivity has fallen while wages have been 
increasing. In these circumstances costs have been rising 
at a rate, the Review suggests, of 4 or 5 per cent a year. 


Prices, too, have begun to edge upward. 


According to the Review, the balance of payments 
position is weak and there will almost certainly be a big 
deficit on current account in 1960. Although imports 
may soon begin to fall, because of reduced stock build- 
ing and perhaps a further drop in import prices, it is 


doubtful that such a fall would be sufficient to result 

in a current account surplus in the coming months. 

Sources: The National Institute of Economic and Social 
Research, Economic Review, November 
1960, The Times, November 30, 1960, and 
The Economist, December 3, 1960, London, 
England. 


Export Credit Guarantees in Denmark 

The export credit system in Denmark, which has 
recently been modernized, provides two main types of 
guarantee, viz., insurance of claims on foreign countries 
and guarantee of bank loans. The guarantees, which 
previously were given by the Ministry of Trade on the 
recommendation of the export credit committee, are now 
provided by the newly formed export credit council, 
which includes representatives of industry, the National 
Bank, private banks, and departmental authorities. The 
limit for the issue of guarantees is now DKr 1.5 billion. 
The resources of the council, which come from the 
earlier export credit fund and the dollar premium 
schéme (see this News Survey, Vol. XII, p. 532), are 
expected to total DKr 200 million. If these prove inade- 
quate to cover losses incurred, the Government will 
take responsibility for the deficiency. The maximum 
period for credit is five years for deliveries of capital 
goods where the buyer makes a suitable cash payment 
and undertakes to pay the remainder within the five- 
year period. 

The risks covered are both commercial and political, 
e.g., losses as a result of delayed payments, insolvency 
of the foreign buyer, payment restrictions in the buyer’s 
country, a general moratorium, expropriation and simi- 
lar public action in the buyer’s country, and civil war. 
Insurance is limited to 85 per cent of the loss for com- 
mercial risks and 90 per cent for political risks; the 
premium for up to six months is normally % per cent 
of the amount of the invoice. Other policies cover one 
half of losses caused by special sales drives abroad. 

The guarantees of bank loans are available for up to 
75 per cent of the amount of a firm order, but may 
also be given without a firm order, if the prospective 
sale follows earlier exports of the same product. Guar- 
antees are also forthcoming for the financing of stocks 
held abroad or for other forms of sales promotion. The 
guarantee premium is normally | per cent per annum 
of the sum drawn against a loan, plus % per cent of the 
maximum amount of the loan each half year. 

Source: Norwegian Export Council, Norges Utenriks- 
handel, Oslo, Norway, November 15, 1960. 


Economic Outlook in Sweden 

The Swedish Institute of Economic Research, in a 
survey of the current situation and prospects for next 
year in Sweden, states that industrial investment, par- 
ticularly in machinery and apparatus, is likely to show a 
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substantial rise in 1961. A continued boom in Western 
Europe would make it reasonable to expect a steady in- 
crease in Swedish exports, although a number of cir- 
cumstances, including the fact that production has more 
or less reached capacity in several export industries, 
indicate a slower rate of increase than from 1959 to 
1960. 


According to a recent inquiry, industrial investment 
in plant in 1961 is expected to be 10-15 per cent larger 
than this year, and investment in machinery and other 
equipment may rise by 15-20 per cent. The increases 
this year over 1959 were 20 per cent and 7-9 per cent, 
respectively. 


It is estimated that personal incomes will increase by 
10 per cent in the first half of 1961; consumer prices are 
expected to increase by 2 percent. Most of the increase 
in purchasing power is likely to be directed toward 
consumer durable goods. 


A considerable expansion during 1961 in exports of 
machinery, apparatus, high-quality steel, and ships 
seems likely; for iron ore and forest products, however, 
only a minor rise is expected, since full productive ca- 
pacity has been reached in iron ore mining and most of 
the pulp and paper industry and a slackening in demand 
for timber seems probable. 


In a survey of developments in 1960, the Institute 
states that the volume of exports (including services) 
is expected to rise by 10 per cent, compared with an in- 
crease of 6.5 per cent in 1959. Since imports have risen 
more than exports, at largely unchanged terms of trade, 
the deficit in the balance of payments on current account 
will probably rise to SKr 300 million, from SKr 50 mil- 
lion in 1959. For inventories, which fell by more than 
SKr 200 million in 1959, an increase of close to SKr 500 
million is estimated. The expansion is primarily in 
semimanufactures for the metal and engineering indes- 
tries; stocks of finished industrial goods have declined. 
The general price level is estimated to have risen by just 
under 5 per cent during the current year. The rise has 
been about 6 per cent for investment goods and about 4 
per cent for consumer goods. 


Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, December 2, 1960. 


Agreements Between Finland and the U.5.5.R. 

An official communiqué regarding an agreement be- 
tween Finland and the U.S.S.R., recently concluded in 
Moscow, lists the main points as follows: (1) Finland 
will rent the Russian part of the Saime Canal for a 
period of not more than 50 years. (2) The U.S.S.R. has 
reserved the right to deliver the raw materials to a large 
sawmill which will be built in Karelia in East Finland. 
(3) The exchange of goods between the two countries 
will be increased by 4 per cent next year. In addition, 


agreement has been reached on the best way of adapting 
the most-favored-nation clause if Finland should enter 
into a special agreement with the European Free Trade 
Association (EFTA), in order to safeguard its tradi- 
tional exports to the West. Finnish Government circles 
feel convinced that the member countries of EFTA will 
not have any objections to this agreement. 


Finland and the U.S.S.R. have also signed a new trade 
agreement, the first one under their third five-year agree- 
ment. It calls for increased trade between the two 
countries; the value of the exchange of goods in 1961 is 
estimated at Fmk 44 billion (US$137 million). In re- 
gard to imports of grains from the U.S.S.R., Finland has 
succeeded in deviating from the five-year agreement: 
because of self-sufficiency and a good harvest, imports 
of bread grain will be 110,000 tons less than the mini- 
mum amount stipulated in the five-year agreement. In 
order to compensate for this decrease in imports, Fin- 
land will import electric power from the U.S.S.R. (see 
this News Survey, Vol. X11, p. 495); also, its imports 
of certain mass consumption goods are expected to in- 
The quota for Finnish imports of Russian cars 
has been put at 6,500, compared with imports of 6,000 
in 1960. For Finnish exports, reference is made to two 
firm contracts providing for deliveries of equipment for 
an industrial plant. Deliveries of Finnish-built ships to 
the U.S.S.R. will conform to the five-year agreement 
except for the addition of a Russian order for a new type 
of ship, a cable ship. 


crease. 


Source: Svenska Dagbladet, Stockholm, Sweden, No- 
vember 25, 1960. 


Finnish-Brazilian Payments Agreement 

Following negotiations in Rio de Janeiro, a new pay- 
ments agreement between Finland and Brazil has been 
concluded. From the beginning of 1961, payments be- 


tween the two countries will take place in freely con- 

vertible currencies. Arrangements have also been made 

for the liquidation of the clearing balance which has ac- 

cumulated under the bilateral payments agreement. 

Source: Hufvudstadsbladet, Helsinki, Finland, Novem- 
ber 19, 1960. 


Portugal’s Membership in the IMF and the IBRD 

In a speech on October 31, Mr. Rafael Duque, Gov- 
ernor of the Bank of Portugal, discussed the forthcoming 
membership of Portugal in the International Monetary 
Fund (IMF) and the International Bank for Recon- 
struction and Development (IBRD). In September 1959 
Portugal was offered membership in the two institutions, 
its Fund quota being fixed at $60 million. So far Portugal 
has not signed the Articles of Agreement, but it is 
expected to do so shortly. 
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Mr. Duque explained that Portugal’s monetary situa- 
tion is satisfactory but that the domestic market is in- 
sufficient to meet the financial requirements for a more 
rapid economic development. It is expected that mem- 
bership in the IBRD will provide a valuable increase in 
the resources available for development. Mr. Duque 
added that Portugal does not need, for the time being, 
financial aid from the IMF, but that membership in this 
institution is a condition for joining the IBRD. 


Source: Jornal do Comercio, Lisbon, Portugal, Novem- 
ber 1, 1960. 


Italian Balance of Payments 


According to information based on exchange move- 
ments, the Italian balance of payments showed an over- 
all surplus of $463 million in the first nine months of 
1960, slightly more than half the surplus in the corre- 
sponding period of 1959. The trade deficit of $560 mil- 
lion was twice that in 1959, but there was an increase in 
net income from invisibles, particularly tourism which 
rose from $345 million to $420 million. The balance of 
payments on current account showed a surplus of $293 
million, which was reinforced by a net inflow of foreign 
capital. 


Central official reserves in gold and convertible cur- 
rencies amounted to $3,083 million on September 30, 
1960, compared with $2,953 million at the end of 1959. 
At the same time there was a reduction of about $370 
million in the net short-term foreign indebtedness of 
the commercial banks. 


Source: 24 Ore, Milan, Italy, December 3, 1960. 


Austrian Budget 


The ordinary budget of the Austrian Government for 
the calendar year 1961, which has been submitted to 
Parliament for approval, estimates receipts at S 44.8 
billion and expenditures at S 45.1 billion; the extra- 
ordinary budget provides for investment expenditures of 
§ 2.3 billion. Thus the over-all budget deficit in 1961 is 
expected to be § 2.6 billion. In addition, the Govern- 
ment intends to spend § 0.6 billion, from two special 
funds outside the budget, for certain flood control and 
cultural construction projects; if these expenditures (to 
be financed by borrowing) are included, the total deficit 
is $ 3.2 billion. 


The proposed budget law provides that the Finance 
Minister be authorized to raise in 1961 up to § 3 billion 
on the capital market. If, however, conditions on the 
capital market are not favorable for the flotation of the 
full amount of government issues necessary to finance 
the planned 1961 deficit, the Finance Minister would be 
authorized to reduce extraordinary budget expenditures 
(across the board) by one third, i.e., by about S 800 
million. 
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A comparison of the 1961 budget estimates with the 
estimates for the current year (see this News Survey, 
Vol. XII, p. 176) shows an increase of S 5.1 billion (12 
per cent) in total budget expenditures and of S$ 3.6 
billion (8.8 per cent) in budget receipts. However, the 
difference between the actual 1960 budget results and 
the 1961 budget estimates will be considerably smaller. 
Total budget expenditures this year are expected to be 
about 5 per cent, and budget receipts about 2 per cent, 
higher than previously estimated; the increase—on 
both the receipt and the expenditure side—will, there- 
fore, probably not exceed 7 per cent. 


The expectation of a further increase in government 
revenue is based in part on the assumption that the ex- 
pansion of economic activity in Austria will continue 
in 1961 (a nominal increase of at least 4 per cent in the 
gross national product is expected, which appears to be 
a cautious estimate ), and in part on certain tax increases 
as well as on increases in the freight charges and pas- 
senger fares of the federal railroads; these tax and rate 
increases altogether amount to § 1.4 billion, or about 
3 per cent of total budget receipts. 


Larger budget expenditures next year will result 
mainly from increases in social security payments, par- 
ticularly for old age and survivors’ insurance (by § 1.4 
billion), salaries of government employees (by S 0.5 
billion), government investment expenditures (by S 1.2 
billion), and amortization and service of the public debt 
(by S 0.5 billion). Defense expenditures, estimated at 
S 1.9 billion (a slight increase over the 1960 estimate), 
are relatively small, amounting to only 4 per cent of total 
budget expenditures, or 1.2 per cent of the gross national 
product. Agricultural subsidies, mainly for grains and 
milk, are estimated at § 1.8 billion, slightly more than 
in 1960; government plans to reduce these subsidies 
have been postponed. 

Sources: Osterreichisches Institut fiir Wirtschaftsfor- 
schung, Monatsberichte, November 1960, and 
Die Presse, November 5, 1960, Vienna, 
Austria. 


Far East 
Industrial Development Plan of China (Taiwan) 


An industrial development program for Taiwan, 
under the third Four-Year Economic Development Plan 
scheduled to start in 1961, calls for capital outlay of 
NT$22.8 billion (about US$570 million) for develop- 
ing mining, power, and manufacturing industries; this is 
half of the total capital outlay (NT$45 billion) for the 
Plan. 


As it is believed that greater economic benefits will 
come from industrial development than from further 
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agricultural expansion, emphasis will be placed on elec- 
tric power, coal mining, steel and iron works, machine 
manufacturing, shipbuilding, and automobile output. 
More effort will be placed on strengthening such export 
industries as textiles, plastics, glass, cement, paper, ply- 
wood, aluminum, and petroleum. Among all the indus- 
tries, power and fuel industries will be given priority. 
Nearly 40 per cent of the capital investment for indus- 
trial development will be used for the construction of 
one thermal power and six hydroelectric power stations 
between 1961 and 1964, the modernization of supply 
lines, and more extensive electrification of rural areas. 


The Plan also provides for a capital outlay of NT$8.5 
billion for agriculture, NT$7.0 billion for transportation, 
and NT$4.0 billion for commerce and housing. 


Source: Chinese News Service, Free China Weekly, 
New York, N.Y., November 29, 1960. 


Economic Growth in Japan 


According to the Economic Planning Agency’s report 
on the economic growth of Japan during the fiscal year 
1960 (April 1960-March 1961), the gross national 
product is expected to be ¥ 14,160 billion; this would 
be 13.1 per cent greater than in the previous fiscal year, 
or 10.6 per cent higher in real terms, far exceeding the 
Government’s original estimate of 7.8 per cent, or 6.6 
per cent in real terms. In the fiscal year 1959, the in- 
crease in real terms was 17 per cent. 


It is estimated that industrial production in the fiscal 
year 1960 will be 22 per cent more than in fiscal 1959. 
During the first half (April-September) of the 1960 
fiscal year, the index of mining and manufacturing pro- 
duction averaged 225.8 (1955=100), 25.7 per cent 
above the average for the corresponding period of fiscal 
1959. Although the expansion may slow down somewhat 
in the second half of the current year, output will in all 
probability remain high; the index may average 235.5 
for the full year, or 22 per cent above the 1959 average. 
A continued steady increase in personal consumption 
and in investment in plant and equipment is also in 
prospect; they are expected to be 10.2 per cent and 
28.7 per cent, respectively, above the 1959 figures. 


The balance of payments for fiscal 1960 will prob- 
ably show a surplus of $600 million. For the current 
account, a surplus of $120 million is estimated. Exports 
in the first half of the fiscal year were $2,000 million 
(on the basis of customs returns), 18.5 per cent larger 
than in the same period of fiscal 1959; indications are 
that exports for the entire fiscal year 1960 will reach 
$4,150 million, an increase of 15 per cent. This figure 
exceeds by $50 million the target for 1960 which had 
been set by the Supreme Export Council. Imports in 
fiscal 1960 are expected to total about $4,500 million, 
an increase of 16 per cent over 1959. 


Wholesale prices in the first half of 1960 were 0.8 
per cent higher than the average for the entire fiscal year 
1959; continued stability during the remainder of the 
current year seems likely. 

Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
November 28, 1960. 


Latin America 


Central American Common Market 


Mr. Alfonso Santa Cruz, Northern Latin American 
Regional Director of the UN Economic Commission for 
Latin America, recently announced that, after eight 
years of study and negotiations, a treaty creating a 
Central American Common Market was scheduled to be 
signed on December 10 in Managua. He said that the 
Ministers of Economy of-the four participating coun- 
tries, El Salvador, Guatemala, Honduras, and Nicara- 
gua, would sign the treaty, which would call for im- 
mediate abolition of duties on products shipped within 
the integrated area. The treaty would leave the door 
open for Costa Rica to participate. 

Two protocols were also to be signed. One would es- 
tablish the Central American Bank for Integration, with 
initial resources of $26 million; $4 million would be 
provided by each member country and $10 million 
had been assigned by several U.S. Government agencies 
(see this News Survey, Vol. XII, p. 575). A second 
protocol would provide uniform tariff schedules for 
goods imported from countries outside the Common 
Market area. 

The treaty would supersede all previous economic 
and customs arrangements between the countries and 
end the differences between Nicaragua and the other 
three signatories which followed the conclusion of an 
agreement by El Salvador, Guatemala, and Honduras 
on February 6, 1960. Mr. Santa Cruz added that the 
Common Market would, in effect, be the first function- 
ing Common Market in the Western Hemisphere and 
would be regarded as something of a pilot plan. 


Source: The Journal of Commerce, New York, N.Y., 
December 9, 1960. 


Mexican Cotton Crop 


The current estimate for Mexico’s cotton crop of the 
1960-61 season is 1,900,000 bales (500 pounds gross), 
12 per cent larger than the 1959-60 crop of 1,690,000 
bales but 19 per cent smaller than the record 1958-59 
crop of 2,345,000 bales. Some trade sources estimate 
that this year’s crop may exceed 2,000,000 bales. 

Plantings this season totaled about 2,210,000 acres, 


23 per cent more than the 1,798,000 acres in the 1959- 
60 season and close to the annual average of 2,270,000 
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acres during the past five years. The larger acreage in 
1960-61 is attributed mainly to an easing of credit and 
to the fact that cotton prices were higher at planting 
time than during the 1959 harvest season. 

Cotton exports totaled 1,304,000 bales in 1959-60, 
28 per cent less than a year earlier, as the quantities 
available for export were much smaller. Exports in 
1960-61 are expected to increase considerably, owing 
to the continued strong demand by importing countries 
and the larger exportable supplies available from the 
current crop. To date more than two thirds of the ex- 
portable supply is reported to have been exported or 
sold for export. As a result of the large exports in re- 
lation to supplies, stocks at the end of the current season 
may be reduced from the 245,000 bales on hand on 
August 1, 1960. The consumption of cotton in Mexico 
is likely to be slightly above last season’s 490,000 bales. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., November 21, 
1960. 


Other Countries 
African Monetary Zone 


A joint statement issued in Accra by Emperor Haile 
Selassie of Ethiopia and President Nkrumah of Ghana 
includes a proposal that steps should be taken by inde- 
pendent African states to create an African monetary 
zone with a central bank. 


Source: The Times, London, England, December 6, 
1960. 


New Mining Law in Tanganyika 

The Legislative Council of Tanganyika has accepted 
a Bill amending the mining ordinances under which 
Williamson Diamonds (jointly owned by the Tanganyika 
Government and De Beers Consolidated Mines) had a 
monopoly for prospecting diamonds in Tanganyika. The 
new Bill ends Williamson’s monopoly from January 1, 
1961, and divides the country into 24 blocks, each 
averaging 15,000 square miles, which will be thrown 
open to reputable mining companies. Williamson will 
have prior choice of four blocks, its decision to be made 
by July 1, 1961. Other companies will also be allowed 
to apply for more than one block, but must give an 
undertaking to spend £30,000 a year on each one. The 
blocks will 


confer exclusive 


diamonds only. 


prospecting rights for 


Source: The Financial Times, London, 


December 10, 1960. 


England, 


IMF Sale of Gold fo U.S. Treasury 
In the week ended December 7, the International 
Monetary Fund sold $300 million worth of gold to the 
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U.S. Treasury. The Fund received assurances that the 
reasury will resell the gold to the Fund at short notice, 
if requested. 

The Fund’s purpose in making the sale was to in- 
crease its investments on which it earns income. Sales 
of gold for a similar purpose have been made previ- 
ously; $200 million was sold in 1956 and $300 million 
in 1959. 


The Federal Reserve Bank of New York reported 
that U.S. sales of gold to foreign governments and cc a- 
tral banks in the week ended December 7 totaled $33 
million. Thus the net result for the week was an increase 
of $267 million in the country’s stock of gold. 


Corrigendum 


Vol. XII, No. 74, December 9, 1960, page 598, item 
“Exchange Rates and Decontrol Program of the Philip- 
pines”: In the third paragraph, item (3) should read, 
“For invisibles, Philippine Government expenditures 
within the budget for the fiscal year 1960-61 (year end- 
ing June 30, 1961), special financing items, and mainte- 
nance and tuition fees of studerts taking technological 
and scientific courses abroad are to be at the official 
rate. After the fiscal year 1960-61, government expendi- 
tures will be treated in the same manner as similar pri- 
vate transactions. The special financing items include 
(a) payments to the U.S. Reconstruction Finance Cor- 
poration, the International Monetary Fund, the Inter- 
national Bank for Reconstruction and Development, the 
Export-Import Bank of Washington, General Services 
Administration Account, and the Manila Railway Com- 
pany, (b) deferred payments contracted prior to 
April 25, 1960, (c) repayment of loans authorized by 
the Central Bank before 1960, (d) proceeds from sales 
prior to 1960 of nonresident assets to Filipinos, (e) re- 
payments of authorized loans to oil companies, and 
(f) payments for foreign news services. Payments for 
all other invisibles will be at the free market rate.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W Washington 25, D.C. 








